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‘Rental Income and 611t1.%1y-
in the United States, 1929-52

InFoaMaTION now hesoming available from the 1950 Ceowms of
Howsiog and froum » numbox of speciall field investigntions casts
much oew light on the opecating expechenca al Jandlords and of
homa ownors in 1he Upited Scatea

Theae dota permit for sbe ficst ime & dotsdled amalysis of the
stewcture of the tental market in the framework of the naticnal
incoune aud product acconnis,

Home ownorhip and vealty vonials enter these nccounts at iwo
points.  The "apaee rental valae™ of hoosivg is an ftem of personal
consumption sxponditure sod e incloded in the pross oerionsd
produact; and the not rents] income of poreone #4 & distributirve share
of 1the national incoms,

THE net rental ineome of persons hos rizen 85 percent singe
1920. It has not kepk pace with the ow inerengs in
prices and expensin in econcmic setivily beiween 1029,
when it mnde up 6 percent of the notional income, ond 1952,
when it accounted for 3 perceni. Since 1938 it fluetu-
ated hetween 3 and 4 pergent.
mine how much of thiz desline in the im
share s temg:mry and how much is
The present low vacancy rates and b
mmﬁ thot rents are not yet at valzr of their syels,
the depreesive effect of residential remt econtrole alsn
absgures the meaning of comparisons between 1852 nnd 1928,
Neot rontal imeome of persons is the ncome shore which
necrues from direot personsl ownership of renl esiate
potenta and copyrights. Individunle own o very substantial
part, perhaps more than throe-filths, of all rental realty
n the United States; the neb rent share covers the incoms
frotn these holdings. In addition, it ineludes nllownnces
for the net return from home ¢wnership and from royalty
rights owned by persons (table 1).  Owner-occupied nonfurm
homes account earrently for 42 percent of the iote]; rented
nonferm homes, jor 20 pereent; farm property, for 13
pereent; and royalty cights snd business and industiial
vanl astzie, Tor 25 persent.

reancs of the rent
atively ent.
congtraciion acuviky

Operating experience

The response of both dwalling and nendwelli sroninle
to ohnﬁegpm in the overall lavel of buainmnggl?iaﬁw hps
Fﬂn.emll:r been delaved hy the prevalense of comparatively
ong-term rent apresments and, on the upturn, by the exist-
ence of & bocldog of vaconcios. 'The resulis ave apparent
in the movements ehown in the upper curve of the chert
for 1929-32 and 1937-38, whon groae rentals 108 a8 2
percentage of national incotme, 28 well ns in the declining
percentages indionted for the recovery yeara of 1933-36
and 1939—42. Rents have increaced fastar than the national
income in the postwar pariod of low vacancy retes and
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Tt is not yet possible ta deter-

exponded consiruction activity. The specinl factor of
residentinl reot control hns limited their rise during the
past decade.

Londlords’ expenses, I fixed by sdvonce commit-
menta, have followed o similar course. MNet rents have pe-
cordi shown o delayed response (0 mojor changes in
%Hﬂﬂl usiness sctivity, being relatively depressed in 1933-

7 and rising less rapidly from 1928 to 1944 than did the
nationnl income total. They have been comparatively little
affected by shoxt-period fluctuations, and conseguently have
risen a2 0 parsentage of nations] incoms in such years na 1938,
1944, and 1949,

The net veturn from oll real property held for use ov lease
by business enterprises ie ineluded in other meome shares—
corporate profits and net income of mnincorpomted enter-
prises, Personasl landlords’ eperations differ from those of
real estats businesses in severnl regpects. Personal holdings

MNet rent is o smaller share of the
national income than before
the depression

RATIQ TO WATIONAL INGOHE (RATE) BGALE)

40
- -
20l GROSE RENTAL RECEIPTS -
\N’\
H= N\, -
8 S ]
T -
E —
2 NET RENTAL INCOME -
4 “" -
3 -
g_l_.lIIII_IIHI‘IIIII'IIIII_II
1930 1935 19490 1945 1950
i)
4 DFEAATAHT OF CONMMERCE, ARFCE OF BLUSAWESS OoogipupeEg ELE L]

of resl estate are haavili( concentrobed in residencial property,
wheresa nonresidentisl renliy hos & larger weight in the
holdinga of businiess enlerprises. Furthermore, tha lavel
and pattern of oxpenses incurred by personsl investors differ
iantly from these of business enterprizs lessors.  Availobla

to angzest thet the nat rental income of tha latter has
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varied much more widely sines 1929 than hes the net rentsl
‘income of persons,

Housing

The total epace rentnl valus of nonfarm homes hes -
creased tly in the past two decades, and its vise has bean
fﬁﬂpﬂﬁlﬂ@pld iv the postwar years, Tha estimnbe for 1552
is more than twice the 1929 firure, However, total consumer
exponditures heve nearly tripled snce 1929, Statisties
(HBEH cliart) ﬂlﬂsilﬂglﬁtl‘;- Bear 1«1:&11'.]:’”3 ﬂgmmm ohaarvation &;:
until recen coat has been declining a9 & prareon
of the ho old budget.

Table I.==Met Kentnl Ineome of Pergona, by Type of 'roperty,
192052
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Thes rental value of honsing is o mensure of the shelter
mﬁdag by owner-gceupied and ronted homes. It does not
include the volue of ftmﬂil;i and utility servicca—furaiture
heat, water, ete.—such as lovds sometimes provids an
[a¥ for aut'of their rentale,

Rental Housing

Total space rent. forren ted nonfarm dwellinga has varied from
$4.4 billion in 1922 dovwnward to $3.1 billion in 193435 and up
to $8.0 billion in 1952 Asshown in table 2, page 20, spuce
rent recovered slowly from the depression of the ninatecns
thirties and was stable or declining in the war period,, Dre-
apite & comparatively ropid ndvance since 1847, therefore, ns
o porcentaga of total persomnl consumption expenditures it is
stilt well below 1929 and only about half whai it wos in 1932,

These ch in the pereen havs been due in consider-
abls part to Eurla.g of rantal ratea bahind the al nvarﬁa
of comsumer pricea, in the depression as well as during tha
period of rent eontrol. Also umportant for the poriod since
1944, howaver, has been the shift #way from renting to swner-
occupancy of homes, as reflected in the total number of dwell-
g units rented.

L Tha siabict ot om s rint n btlow mprty tonoofumm dwellings only.  Ther losbude
tha eca vy of s ol snipotiins ok for, 8 b comlepes, o

il uptibutbons B alse pork of porscnal consumption sxpeodikure lorhousieg, but b oot oon-
Shderad I bhilg muﬂﬁn tlia presal report.
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The average nonfarm renter housshold Elud ahout $430,
or $35 o month, for shelter in 1952, more hall again as
much as in 1945. The averege wae only 22 percent above
1929, however, whereas the peneral average of all comsumer
prices in 1952 was 55 percent nbove 1929 (see chart on p. 20).

Chooges in the number of rented dwellings have coms
about in severnl ways. The long-run trend is upword: de-
mongd bas increassd with the formation of new households as
populoiion has grown; and the supply hos expanded throug‘h
new construction as well ps through tha conversion of indi-
vidual structures to provide homea for more tenants. Mozked
Hugtvations sround the hove occurted, however, as
families have shifted between owmner and renter status.

Ii appeors from censua reporis thot about one-third of the
stock of renta] houvaing ia in ohe-farnily atruetures, which sre
nbout equally well adapted ta owner-poeu . Many such
houses became svailable for rent during fie depression yaars
of the nineteon-thirties, their former owner-oceupants moving
to rented quariers as a matter of financinl necessity. A sub-
stantial npmber of inexpensive new rental dwellings were alzo
mnda available by conversion of existing structures to accom-
modate more families. The fotal number of rented nonfarm
hotres thua increased steadily during the depression peried,
It continued to rise theveaftar, with new constroction addi
to the supply and new iamily formation to the demand,
until the w?lra und .

During the war yeacs, sxponding conaumer incomes par-
mitted & reversal uf];ha teaure shift which hod ¢ceurred dur-
ing tho depression. Mony houses which bad been rentad
wore sold for osmer-oceupaney. The total nunber of rented
dwellings nccordingly declined nesrly 1.5 million between
1042 and 1946,

drop oceurred because purchasers for owner-
ascupancy wers outhidding progpective remfers,  Personal
incorne was high and rising, housing was in short supply and
new consitruction was restricted by materinle’ shorlages.
Under these conditions, the limited stocle of existing one-
family datached housss npparently more than doubled in
market value betwesn 1940 and 1947, Rental ratea for
existing pnits, naturelly less volatile and further stabilized
by _Eglltmls, increased Isss than 10 percent in the same

iod.

Boeiwesen 1046 and 1050, the number of rented nonfarm
dwellings resumed the npward trend halted by the war. The
shift to owner-aceupancy tapered off, and the :l;fpl:.r of new
rental upits expanded as comstruction revi nnd con-
vorsione were stinnulated by decontrol. In apite of these
ndditiona te the rantal atock, however, o TReoDcles
avnilzble for rant were se mora humerous in 1950 than
in 1845. Data for 1961 and 1952 arve rather fragmentary,
but suggest that the number of rented dwellings haa con-
tinued to rmize moderately and that vacancy rates have
continued low.

Incidental services

The changes in contract rent have approximately paral-
lelad thosa described above for spaes remt. The latier
dealined o ligtla more sharply in the 1930's, ainecs the eost of
shelter fell more than the coet of facilities and ukilities, and
rosa 4 littls less in 1940-45, when the in¢lusion of ineidental
Rervices in eontract rent beoame mors provalent.

OF the facility and utility services provided by landlords
the mest important in to volue are hent, furniture and
furnishings, and water. Thase three together account for
nearly Gwo-thirds of the estimabed total, Qther such costs

1. The comaparioon 12 modo batwoen 1948 emd 1457 brsnass e oré bho i moes In 194
s RS e st b RO, 2 e oy S
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June 10855
include =ez;lsam;ri-:aitjr, refrigerntors, cookstoves and gas for

oooking.

In 1940 these fasility and utility ebarges ameunted to lesa

than 15 percent of coutract rent, ~ By 1945 they had risen to

20 percent of remd. Since thet time, their ratic te
rent not changed much. During the postwer period
their dollar increnss hes been dus lﬂl'g:lj" to rising prices,
whereas the 104045 ndvance reflected the apparent increase
in the proportion of tenancy sgroemenia praviding for
incidental services in addition to shelter.

There wera- several reasens for the latier development.
Parbops the moat obvious is the incrensed proportion of
multifemily imits in the toial rental stock. - n.m_!_hrl
detnched houses are commonly rented unfornished and wi
utility costa to be paid by the tenant; apartments, by con-
trast, cre often rented with heot, light, water, cookstove, and
sometimes other equipment provided by the landlord, Most

The ratio of shelter cost to total
consumer expenditures has risen
since the war, but is still lower
than in the nineteen-thities
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of she dwellings which sntered the rental market during the

war wel'e nppmﬁa?ht‘lf in multifomily structures, end most of
I

tha dwellings withdrawn for owner ocoupancy seem to hoava
heen in one-fnvmily honsea.
Costs

The cost of providing these incidentnl aervices in 1952
was ghout one-fourth of the total ense ineurrsd by rontel

housing landlorde.  The reypining fourths nra deteiled

in table 3, 21. They consist chiefly of contractual

?l?]ad other fixed charges—taxes, depreciation, interest, and
urance.

Total basic costa to landlords declined from 1941 through
1945, but have been rizing stesply since 1946 and stood last
yoot nearly 60 percent above the prewar pealk. The average
per dwelling unit waos stable during the war, apart from a

1. Eytivgatea of (b ogat o Indlords for ko wse of the conspmer durmbies msationed
_ealeudnted ,wmruant. ik o zotken of Mw original L:';}
thuhml?“nﬂ,uhmuuﬂnm m:fﬂm:&m-mﬁ, .wﬁ
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deckine in vacancy expense, as interest chorges were shorply
reduced while toxes snd miscellaneous costs rese. Sinee
1945 there hns bean g substantial incresse in the average per
dwelling for almost, every cost'item. .

Over the period sinee 1929, chonges in the eize nnd pottern
of costs per dwelling sugpest o close connection with lang-term
fluctuations in hmld&:lg sctivity. After the peak 1 the
1020's, equitias were relatively small and tha intérest burden
eorrespondingly heavy, while depreciation and toxes os wall
os debt reflected the comparatively bigh prices at which
much of the cuistanding mvestmoent in ho had been
made. Even under hesvy ecomomic pressure, thess major
elements in the cost structure could not ba reduced quickly.

Howevar, dospite the wave of new building which hos
aceurred in Tecent yours, thoe current pottern of landlords’
fixed nses still differs mavicedly from that of 1929,
Intarest last yaur took only 9 cents per dollar of space rent
85 compared to 19 cents in 1929; rents hoving increased,
depreciation as measured bera tool only 12 cents as against
L5 ents in 19204

Since expensss on vacant units must be paid out of revenue
from wnits occupied, the cost averasges per rented unit cited
in this report include alleeated vortions of such veoaney
axpense. 'The totnl expenee ec ailocated moved from 327
per rented unit in 1921 down to $14 in 1941, or from ¢ cents
to 5 ecenta por dollar of space rent. Xt wes abont $16 per
unib or 4 cents per dollar of rent last year, the effect of high
prices on it being partly offsct by the low vacaney rate and
relntively small outlays by Inndlords for meintenance, -

The avernge annuzal tax bill on nonfsrm reniel bousing s

sgtimnted to have been phout $60 per rented unit at the
end of the war and about 530 last year. Tha 19562 taxg total
of 31.7 billion teok approximately 17 cents Fe:r dollar o
confrgot ront, o friction which has not wy much since
1929 except for a temporary rise in the 1930's. Underlyinr
these averages are wide differences among individuitilprgfer-
ties and localities, due lorgpsly to differences in rentel valogs
pad io local fiscal gystemna, .
_ Expenditure for maintenance and repair of rental housing
in 1952 is estimoted at nhout $1.3 billion. This represents
an avernge of $67 per rented dwelling unit, or about 13 eents
per dollar of contract rent. ‘The wartime average wos less
than 540 per uvit, but the indicoted postwer incresse seoms
to hove been largely o reflection of price advances. A crude
adjustment for price change suggests that ip resl terms the
1952 overage per unit may have heen around 10 poresnt
above 1945,

Totel deprecintion on nonfarr rentel housing in 1952 is
gstimated ot sbout $1 hillion, or S&iﬂfer Tentod dwelling.
The coleulation iz based on hietovical construction cost,
rather than on replacement cost or on investment by curront
owners, pnd assumes an average useful life of o [tkle under
fifty yoars. Computed in this way, the nverage cost per
rented unit has not Huctuated much since 1929, except for &
temporoary decrenss durini the war as low-cost dwellingz wers
added to the rentnd stock by conversion,

The 1952 figure of $0.7 billion shown in table 3 for interest
cost on nonform rental housing rapresents an avernpe of $40
per rented dwelling unit, or about 7 cents per dallar of con-
treot rent, Averngs doebt outstending during the year is
Esta.ma-:&d ot $16.8 hillion, beariug & menn rate of about 41

ok,

Debt par rented unit declined slowly from 1929 until 1939,
and drepped more rapidly during the war. It did not begin to
mersaes again until 1947, and last year was still nearly 20

4. Thea ¢31meies For o nvmbor of $he indlvldund expencey ko cond Tobpw, nE woll ke
thoda lor utility codls loctuded o real, ote bascd In park go mﬂmmi‘-mmmn'agam [
st by Eivt Burnows of Uva Conasd and the Buresu of Lobor Siadistlcs,  Too neevtieabbane
Mndnrmudﬂmﬁg

waled a prear
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percent below 1929. The nverage xate of interest paid ross
all%hut;-l['[y botwesn 1020 and 1033, Since 1083 the rate hog
dri downward, as old oblizations wera rofinanced, and
debt on new construction indwred ot the lower prevaili
rates enime to account for o significant part of the total. This
decline seemn to have continued through the 13407%.

Miscellaneons expenses shown m table 3 amounted last
year to slightly under $1 billion, or an avernge of about $50
per rented dwelling, znd took about 10 cents of the eontroot
Tent dollar. Among the principel items ineluded in this
cn ¥ OMre ingurance, service payrolls, and legal and
administrative costa.

Net rent

The estimates of landlordse’ net return from rental housing
are derived by eubtracting all the foregoing expensea from
contract rent. The averages for rent and for the various
individua! items of expense have generally been checked witlh:
coliateral source materials. Moreover, for the most part the
oxpenas itoms are estimated independently of each other so
that sy undor- ar over-staternents in them ave likely to be
mutuslly offsetting. Finally, most of the individual seriea
sra comparatively stabla by naturs, so that srrors in avalu-
ating their shori~run movaments should be small. Never-
theless, no estimote derived 23  reletively small difference
hm two largs totals ktI]T;nm to ba mugx];mt can itsolf be
T ns enything more a very rough npproximation,
F.ﬂ:i.g Eﬂgiilmat-aa of Inndlords’ net xeturn must be considered in

is lisht,

Table 2=Kenta] Honsing: Operating Experiocs, 1920=52
[Vatue totsls i Bilona of dollar]
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Net ront per rented dwelling inst year ia estimated ot $125,
.or 24 cenis per doilar of contract rent. The av per unit
kad about doubled over the previous deeads, having in-
creszed moderntely during the war peviod and sharply from
1047 t0 1949, In cents per dolinr of contract rent, neé return
laat year wna still onfy alightly shove 1929,

Juna 1058

Personal landlords

Of the totel net return of $2.4 hillion derived irom rental
housing in 1952, about $3.0 biltion is estimated to have gone
to persons end the reat to business entecprizes, Most of the
stock of rental housing is in small or medium-sizad struc-
turea—which are typically acouired in the first instence for
owner-oceupaney: ond even In properties, up to 20
dwelling unita or mors, are held In mony cases as personal
investments, Aboub three-fourths of all rental units are in
buildings 1 to. 4 fomilies, nearly one-third being in
1-iomily detached houses.

Renial rotes declinad more after
1929, and have recovered less,
than other consumer prices
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Personal Inndlords seem to have fared better thaa non-
personal landlords during most of the period covared by
tabla 2. Statisties for renl-cstate eorporations suppest that .
these enterprises us o group entercd the depression holding -
many h‘:,lg'huprmud, hesvily mortgaged properbies equip
to provide tenants with focility and utility services. In these
cases thers was little or no margin of safety: when conack
rents] ingome fell sven moderstely below expuootations, net
deficits appeared.  Expenses on personal holdings of rental
real estate—particulnrdy intereat—mwere smaller in relation -
to contract rent, so fhot the decline in gross income reduced .
tha net return on these but did not wipe it out.  The relativa
cost position of business landlords s correndly far betbor
than 1n most of the earlier years covered by the present study.

Home Ownership

Whether o given dwelling is ownar-cccupied or rented, it
provides the same shelter, and in sither case the same aliow-
ancer should be made for ita rental valne in measuring the
national incoms and product, This nspect of cwmership is
annlyzed in table 4, poge 32. Spacerentol valueis imputaed st
the rental-marke: prica of the shelter provided, and the hasic
coste of bome ownership ere deducted to determine nef
rental value,

In the nature of the case, these imputed values eon only
he regarded as more or less yeesonable allowanoes raode in
the national income statiatics for the vulue of services which
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are known to exist but do not lend themselves io exnct
measursment,b

The ta rental ¥alue of owmer-poeupied homes has
increased In every year since 1934-3%, end passed ita 1025
peak in 19044, Its recovery wae considerably less rapid than
that of rental housing until 19¢2, but much sharper there-
after, Part of this rsa was due to the recavery of rentsl
rates. Much of it was due to the increnss in the number of
owned homes, which was gradual befora the war and accel-
erated thepeafter. C

From 1930 to 1933 home ownership ectunlly daclined in the
United Stetes. It then turned vpwerd, snd rose ab an ge-
calereting pace through the recovery and war years a8 in-
ecomes sxpanded, L eonditions eased, and bouid nssets
pecumuaieied in the hands of consumers. The shorings of
reital housing was g major factor in the wartime increase.
Since 1848 the raie of rise gradually Tegsened.

Costs

Nonfarm homeowners paid an sstimated $3 billion in renl
eatate texes on their homes last year, an aversge of $157 per
oscupied dwelling. The average declined irregulnrly from
about $90 in 1929 ond the mr% depression years to $70 in
1942, It was stable during the war periad, and since hos
baan rising sharply with the incresss in property values,

8 on owned noslermm homes now mnke wp more thon
one-third of all Sinte and local property taxes on homes,
farms, and other reslty. In 1046 they accounted for sbout
ole- of the tetal; and in 1941 for about one-fifth.

wintenance and re outloys hgj homeowners last year
umountad to a total of sroumd $2.7 billion, or $123 per occu-
pied dwelling, according to estimates based on recent sample
surveya.t ’ﬁm averape has ined spmewhat since 1948,
when it reached nenrly $140 as needa seoumulated during the
War yoors were met at rising prices, Its subsequent decrease
reflects in port the eddition of many newly built units requir-
inilitﬂa expenditura for this perposa.
- Avarage maintennnce and repair outlays by homeowners

- in the postwar period huve been weall over twive na high ag in

&0y War or prewar year covered by toble £, Much of the
' rise js undoubtedly due to price increases, although the effects
of these connot be satisfactorily mensured with the existing
data. It is safe to eay, however, that even in real terms the
averaga per owner-occupied dwalling singe 1944 haa been
icher than in 19268, .

a estimntes for deprecintion represent an ollowance
amounting to about two percent of actunl construction cost.
On this bogis, total depreciation on owned homes Inat yanr is
estimated at 52 billion, or just over $90 per occupied dwelling
unit, The averogs hus rven sharply ence the war, ss new

homes built ot comparntively high coat have been added to
the howsing stock. Previously 1t hed shown littla chenge
from the 1920 figure of nbout $70;in 1047 it was still only $72.

he significance of thesa averages from tho standpoint of
the individual homeowner is limited in two rospects.  First,
such a homeowner must caleulato depracintion on the amount

" he himaelf hag invested t?:\uch.wclh:lg sny mortgnge loan funds
&

uged to buy or impzove Fmpartry}. In a period of vising
prices and much turnover of ranl estate, investment may ha
well abnre eonsiruetion cost, and aggropate depreciation
from the owners' viewpeint will then be considerahly higher

b, Alagat » tHh Gl R tan nrtﬂﬂﬂiﬁmmﬂm vl ki b oo semar' sppebal
st tho mumin‘u! Henalng and on the Yoar-ta.waar mevamant of i mmﬂm;ull{
charead for ol houning. Adlestmonts arm msds o aliaw fof G orswhot dlfemen
MOTOHHLG f kihok i eompared 1e roral ranis, mnd for samisls by padof dhadiips in By oompoak
Heom by ront, Tewol of tha ne bo the rental weck

Mo nd jusbmesit by Beon mnds iar Eo indarees aftar 180 in the proportion of roks] ogree-
Tents prariding far lnstdeniml servlosa, Tha avaimbls sl danes Huspedtn vhat the wdveass
i pverall i'::‘:ﬂ untuudamdmthﬂﬂnhwﬁaa woe Wk il Y Heatohied by it
1
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- wivwmes in routal vbos of Wmited ono-fam|
¢ atingtion !
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Charolore wary nooeed oy to Che eenvent bon sdopied In dmwiog the e hoioesn tham,
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than the eslimates presented here. Secondly, house prices
Auctiats widely, 5o that the d tion cost ineurred by
any individusl homeowner mey be offset (o come extent by
o capital gain in menetary and even in Fenl terms.

Intorest on owned nonfarm homes nmounted to
sbhout $2.1 biflion last yesr, or $36 per occupied dwelling,
This wvernge wos sbout 75 parcent above the wartime figure,
the incveaze having heen largaly due to the wave of credit-
finonced home buying né risiog prices nfter 1947, It com-
pares with a 1920-31 gyorage of ahout $90.

Homeowners’ mortgage debt dropped nearly one-fourih
between 1929 and 1935. It then turned upword, rising more
pnd more repidly with the ingreass in the number of owned
homes, so that by the and of tha-war 3 40 percent axpansion
bad corried it well sbove 1920, Afier the war its growth
wns further occelernied as new housss come on the madcet,
and the 1042 figure was nearly thres times thet of 1045.

The aversge Interest rate on such debt, which had stoed
above 8 parcent until neatly the end of the 19230's, declined
congidernbly thoreafter. By the end of the war it i esti-
méted to have reached 5 percent. In the postwor period it

Tahle 3.~Bental Howsing: Bousie Coata to Landlords, 1930-321
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fell somewhnt further, reflacting the expansiorn of home loan
evedit ot 4 to 4% percent under government gusmntco, TFor
the past four years, it hos been comparatively stable ot rhout
4.7 percent, with o very slight; in¢renss apporent in 1952.7
Ingurance, legal, and miacellaneous costa of home owner-
ship Jast year are eslimsted ot $0.7 billion, or $32 per owner-
occupied dwollmg. Abous two-thirds of thia represenis
hazard ineurance. 1 and other expenses in conneckion
with the sals of property are alee sllowed for have, and are
mﬂg r&ﬂfmmi_hle for the rapid increage in the nvernge, which
oubled sines 18438, downward frend in insurance

costs before the war, and a subsequent sharp upturn in these
which lie stanmed parlly from amppreciation of property

7. A good deal of aiw inlarmation cn raddesy dablu-ldlmth 1]
bossaiy dvaidiblo thH Aummer from ﬁm 117 ] m:: . Volums [V, Hunlﬁ
Finatcing.. Tio Annosl Peperts of Lhg Fodersd Housing Admintsiator provids ronabl
L mialeriel a3 1o the flewd payrma Ly,
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values, are the other mojor factors which have determined
tha variation In miscellaneous coats since 1920,

Net rental income

Net regtal income irom nonfwrm home vwnership
amounted Inat yaer to 343 billion, an average of $193 par
ocenpied dwelling or nhout 30 cents per dollar of space rental
value, These nvemges are considerably lower thon those for
1020, roflecting incrensed taxes, deprecintion, snd mainte-
nanee outlays. The net rent per dwelling dropped about 70
peccent beiiween 1929 and 1835, The subsequent recovery
was correapondingly rapid until 1046, when it was checked
by the sharp rise in expenditures for maintenance and
repeirs. It zhould be noted thot sn altemative accorm
treatment would allornte the cost of this postwir wove o
rapair outlays becls to the war years during which the need
for repsirs was davelo&lmg; by this treatment imputed net
rent would not show the postwar dip indicated m fable 4.
In 1948 the net rent per unit resumed its upward trend, and
the 1962 figure wae the highest In mors than twenty yoare.

Telde 4—Home Ownership: Operating Exporicses, 1929=52
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The nat return per owner-ocenpisd dwelling hns ;ﬂarn.l
been higher than the wversge for rental housing. o dili
ference raflects the l'uglmr averags vaius of owoer-type
houses, the lower cost of management, and tha personol care
and effort expended by homeowners on their property? In
the current period, these factors are pactly offest by the
heavier interest burden and greater mointenance cuilays of
CWDErS, :

B, Ad lranted 1n tho peesent sfawdy, oovmer oy ma {n redatiwaly Lrw wa wall, oen
& hoos soniired For owscr-oOmpEnOY and wbar umﬁ aiftercd fpr rent bx hevo conadevod
o peniial umntmdmmmltmmhg:cueﬁtmm%m:wﬁh,
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Farm Real Estate

Aboui one-third of sli ferm rentd go to landlords living on
forms, aod the net retins nre included with net income of
fortn proprietors. Sinos heldings of farm property by nen-
form business are small in the regate, most of the remain-
ing two-thirds poes to individual investors—including many
ratired farmers—and becomes part of the net rental income

of ’Fem:-ns.
vtsl rentz on farm property have. shown o s

uptrend eince 1020 than the nonfarm rent totals discussed
nbove. This trend reflecia the grent improvement in the
farm income sttuntion.

Landiords’ expensez on apgriculturnl real estate have
genernlly been & smoller proportion of renisl receipis than
ars expelises on noofarm rente] realty. The chief items are

taxes nnd upkeep of buildings; thesa together account for
well over of {oin] expense.
Rent paid

Total rents on form real estate lost ara tentntively
estimated by the Department of Apgriculturs at about $3.5
billion." This is mere than doukle the 1829 figure, and about
five times the lowest velus reached in the depression.

The fum rent egnie i3 made up of four components.
Crop share rent ia by far the most unﬁnrtnnb, aecounting
for threa-fourihs of total. Livestovie share vent i now
about 8 percent of the wtal. Lenses providing for rent to

be peid in cash pocount for nrownd 15 percent. Govern-
ment payments to londlords, peid in recent years 1 for
&0il conservalion practices, made up about one-ei of the
total at the peak of their importonce in 1939 and 1940 but

ara now relatively neglipible.

Since most ferm rents are paid under lwsuf-afmﬁding for
u sharitig of the product, the total is closal%h ated to cosh
raceipts from farm marketings (table 5). & rolationshi
lavgely explaine the greater volatility and stronger upway
trend of farm rents as compared fo nonferin vents over the
past two decades. Elowerer,
zongidernbly less simee 1940 than boave total receipts from
marketings, as rental tenure of farmland has declined during

this peried of prosperity.
Landlords” expenses

Mthough total expenses have nenrly doubled smce the

war, they took only about twodifthe of landlords’ geoss
inpome from farm leases loat yenr,
_ Depresiation, combined with mointenance and ropair coat
in 'the sesounting treatment used by the Department of
Agriculture, i3 currently the largest single item ¢f londlords’
expense, with taxes aecond. The fluctustions of
these eosts ars indieatsd fairly wall by the published totals
for all {nrms, though the lutter do not refleck the declining
trend of farm tonancy.

Form taxes have incrensed in almost every year since

1844, about doubling in a decade, with the n coala of

government. ey hod dropped one-third betwesn

1929 and 1934, and recorded no @ advanes therenfter
until nent the end of the war, _

D tion and maintanance costs have alas inereased

mupidly in the postwar period, as prices have risea and farm
?mpurit-j' hos stimuloted new nvesimeni in depraciable
nrm assats. Farm deprecintion ia ealeulated aa a parcent-
gga of replocement cost valua rather than as & percentage

3 Exeaqrt for tioe alototion of net rintl babason pontsnn ok okl pdlonds por Living on

[ Al the Form rond citimodas wed I 4 nkbampl b Stntliog praponed by th
ﬁmmnm‘-lﬁmﬂmnmnu“p-mm&;‘ e by che

e rents hove pdvaneed .
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of book value or nctual construction cost, and je Cherefors
Tesponsive to changes in current ¢onatruction costs. Main-
tenanoe cost of farm buildin%a ja estimnted on ihe basis of
requirements rather than sciual eurrent expanditures, and
the series consequently doea not reflect chonges im mainte-
nance pohey. ] .

Other costs vary in natura according to tha terms of the
individunl lease arrangements, In total, they include con-
siderable pinoynis for Tertillizer and lime, feed and seed, and
other production expenses shared by lu.nél.qtds." Aﬁg'mgﬂ.ta
ﬂununf farm production expense for fartilizer sud hme hos
more then tripled emee 1929, with the shaypest incrense
coming after 1944. Total oudays for feed and seed have
shown even greater increases,

Net rental sncome

Net rent from farm property hos been the most volatile
compenent of the net rental income of persons, ranging from

Toble §—Totpl and Net Farm: Bents, 1%25-52
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lezs than $50 miilion in 1932 to nearly §1.4 billien in 1047,
Its instability results from the combination of highly vari-
able pross receipts aad relatively fixed expenses, snd would
be aven greater but for the steadying ?g‘ect of o nelgross
ratic which has generally beon high
approximately §0 percent in 1929 and apain in 203540, It
wes about 70 percent during the war, drifted downward
after 1946 to & little under 60 porcent in the Jator postwar
years,

Aceording to the Department of Agricultura ths net
Teturn on volua of rented farm renlty has varied from
less than 3 percent in the depression year 1433 up 20 nearly
10 percent in the lote 1940%. It is now approximately 6
percent.

10 For all jandls-dy eombingd, martpage Intensst 8 0 mparotively misor Hom,
1 ronlty |3 aomed
l‘tm pulrl.ol'l:;n 3:’:::-““' ’thl el m':,“"’" n{ ﬁﬁ'

The rmiio atood at

SURVEY OF CURRENT BUSINESS 23

Nonfarm Nonresidential Rents and Royalties

Apart from farm and dwelling rents, the net rental income
of persons last Fear included an estimated $2.5 billion from
industrial sand eommercial properties and royalty rights. Of
this amount, nepxly three-fonrths wae snined in the form of
rout

Total reats paid by nonform business enterprises in 1951
were over $7 billion, nccording to preliminary estimotes.
Thiz figura iz about donble the 1941 total and half again ne
much 48 in 1929 (table &). )

Business rant payments declned more sharply than did
dwelling rents {rom 1829 {0 1033, dropping ahout 40 percens
in 4 years. Their recovery from the depression low poini
to 1941 alse compmred unfavorably with thod of houmnlgranl-ﬂ-
During the war years, however, they ross considernably mors
$han id total residential remt, and iheir perceniege incronss
ih the postwar period has been nbout ns laxge as for housing.
Thesp paing have noi Fet restored business-property lense-
Liolds to the relative pusition they held in 1928,  In that yeor,
bueiness snterprises poid 06 cents in rent for svery dolier
poid by tenirta of nonfsrm dwellings; in 1951, they pgid only
72 enta for each dollar of dwelling rents,

Tah_lc H—Noofarm Noorssidepdnl Bents and Royaliles, 1989-51
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These somparisona apply to agpregate reni paymenta;
they do not apply to aversge remtal rates. Thare is con-
gidernble vasson to helieve that mies on gommoreial and
indusirial epace hava risen further above the 1929 averngs
than have rates on rental housing, perticulerly since the
lattar have been subject t¢ condrols during the past decads
while the former hawe not. It eppears, yather, that the same
sort of shilt from rentsl tenancy to owner-vecupancy which
wae noted for housing and for farms may have ocevired nlso,
and with greator affect, in the cise of business.

Tenant industries

More than four-fifths of il lt_l.m;inrm business rents are poid
by enterprises in trads, service, and manufasturing. The
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Eeman e distribution in recent years is catimeted to have
oan as Iollows: -

i 1846 e

[FL]
Betal) 7008 . s e rcicccemmmmammemm———a - [ 1] 30 38
Blervlid . o e e e A r— e ———— al 21 20
Manafretrng_ . i cmmvmmimm—mmaaeo il 18 15
Whelesade trade. o ____.___ e cmm—ramaa 2 2 Il
Diher Indestdes_ oo e i e cmmicicimaaaa_a.. 16 13 LG

The major changes in 1his distribution prer tha past dacads
have heen in manufacturing snd in trade.  The great wor-
time expansion in monufacturing netivity was lorgely in the
production of defenze and other monconsumer goods,
wae therefore not reflected proportionately in retail tfrade.
In nddition, the lnbor shortame and the draft broupht n
decrense betwean 1940 and 19845 in the pumber of small ratail
snterprisea 2uch os are likely to rent their premizes, Singe
the wer, the number of retsilers has declined further relative
to the number of firma in industey generally, and the svernge
size of reintl enierprises os mensured by snles hos shown o
large increasa.

Personal landlords

Itis Eatimntad th?_t;gl@;]y bwo-third tgrgf ?11 buginess retntj
hra to porsons {Includio pre af um Ll ]
busi?lﬂelmen ather thon real aatﬁtgmenmrprim}. The fraction
wes somewhat lower in 1029-38, when it ranged from one-

Juoe 1358

haolf in 1932 to about three-fifths Inter in the dacade, Floety-
otions have probably been due in part to actuol transfers of
rentol property between the business and personal sectors,
and in [E;'t- to tha rentakility of many of the
personal holdi :

Persons’ f.nl'l?ﬂﬂr&ceipts shown in table 8 include royaltics
ns well az renta, Tha l'l]]F&lt-.jr coliponent represeftd grosa
income from patents, -:}G]:Lj"nght.a and mineral amd other
lands leased on & yoyalty bama. Like ¢he rent companant,
it is _mlc;]lat&d indirectly and ia subject to & considerzhle

of error.

Peraonal nat rent and royalty incoma aftor expenaes sesms
to have inereased shn.rpg after tha war, passing ifs pre-
depresaion Ievel for the first fimas in 1846. Betwean 1946
pnd 1950 the rate of riss gradually tnpered off; tentative
satimates for 1951 and 1952, however, indicate a continued
AXpannnn.

h the dapression of the 1930’4, persons’ naf nondwelling
rents declined more than two-thirde. Subseq

uent recovery
wus delayed and limited by rising cost prices; at the end of

tha provar period, such property was yielding in ate
little more I;Efm half the net return it had ’prlgﬁuced in 1929,
After substantizl ﬁnim! in 1842, parsonz’ net nondwelling
rents rose enly moderately during the wer. Their postwar
advance, however, hod curried them 50 nt shove 1929
EE the ¢nd of the period coverad in table 6. In genoral,
these fluctuations have been similar to those in persons’ net

+

income from rental housing.

Producers’ Equipment—Growth, Replacement, and Stock

{Contintted from pape 18}

figures indigate that atocks wers in the neighborhood af five-
tenths of total output in 1841, In 1952 this ratio was shont
six«tenths. A shifi in the seme direction is indicated in the
ratio of nek stocks to ontpuk. o
In the proper interpretation of thesa shifta, allowance
ehouid be made for the degres to which the stoek of equip-
mant waa utilized in the 2 ﬁr&m:s. Unfortunately, thers in
little quantitative evidence boariog on this point. It seeme
gppovent that productive capacity wae not fully uiilized in
1841. 1In 1952 the ceonomy operated &i levels much closer to
capocity as for a8 the utilization of manpower is concerned.
However, in certain sepments of i+ o substantial part of the
steck of uqupment ma¥ not hove been vsed. This was prob-
ably true of defense indusiries in which the post-Eorean
defense program provided standby capacity, but may have
applied aleo in some l:'l;ﬁree to ather industries,
nformation on capital-output ratios prior to 1941 would
further aid in tha avaliation of the data that have been pre-
“mented. Eztimatos of the stock of producers” durable aquip-
ment a.trri-:;tlf comparable to those shown in this report are
not evailable for years before 1041, and tha dota om gross
produet piior to 1929 ara mhjﬁoﬂt to cansiderable error. On
the bogie of enﬁlt:n% avidenc wever, it would appear, that
tha current ratio of nat stocks te sutput is aboud the seme
as in the prosperous years of the 1920°s. The net stocks to
output ratio was lower before the wor as o result of the
relatively small equipment porcheses during the thirties.

Changes in product composition

The fourth chart shows the percentnge incrasan in the iotol
stock of producers’ durable equipment from 1341 to 1952

brolken down by major types of produvcta, The dada are
iven both on a gross and on o net stock basis. On hoth
ez the machinery ]ENEF a2 & whole incrensed more than
the toinl capital stock. Transportntion squipment and the
miecellanaoua “other equipment” gronp, which includas
forpiture ond fixtures, instruments, ste,, increassd less,
Within the machinery g-;nu]p bath apricultural wmachinery
and trociors and nonagriculturel muchinery shored in the
disproportionnte risa. e relatively smoll incrense of the
transporiation group was dus emtirely to transportation
equipment  othar r.E,lm motor vehicles, Motor wvehicles
showed & r than svernge rise, _

Transportation equipment, cther than motor wehiales,
consiats mogtly of roilrond equipment and ships, Substan-
tial nmounts of new ruilrond uqui;:-mmt were purchazed in
racent yeare sa part of the industry’s modernization program.
This was aceompanied hy heavy ngdaipping of old equipment,
Produciive capacity hos undoubtedly expanded more than
mgiaat.ed by the etock comparisons summarived in the chart,
Ar hes bean noted earlier, these comporisons ¢annot tnke
full account of quality improvements. Nor can they take
into novount the movs efeetive uss of rolling stock In the
industry,

It con be saen from the ehart that for most groups net
etockz heve incrensed faster than gross stocke, indicating
thot the nvernge nge of the mojor & of capital squipment
ie lower currentdy than inm 1941. only apparent excep-
tion is the motor vehicles greup whera percen in-
creases i oot and grom stocks are about the sams, Stotis-
tica! esiimnting problems in ihis oren are particularly diffcult
and this result -therefore he interpreted with caution,



